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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Rural Water District # 1, Caddo County
Lookeba, Oklahoma

We have audited the basic financial statements of the Rural Water
District # 1, Caddo County, (the District) a component unit of
the Town of Lookeba, Oklahoma, as of and for the year ended
December 31, 2013 and 2012, and the related notes to the
financial statements, which collectively comprise the Rural Water
District # 1, Caddo County, basic financial statements as listed
in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair
presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of
America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and
fair presentation of the financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audits in
accordance with auditing standards generally accepted in the
United States of America and the standards applicable to
financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are
free of material misstatement.

Member: American Institute of Certified Public Accountants
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An audit involves performing procedures to obtain audit evidence
about the amount and disclosures in the financial statements.

The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness
of accounting principles used and the reasonableness of
significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position
of Rural Water District # 1, Caddo County, as of December 31,
2013 and 2012, and the changes in financial position and cash
flows for the years then ended, in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

The District has omitted the management's discussion and analysis
that accounting principles generally accepted in the United
States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a
part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial
statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also
issued a report dated January 28, 2015, on our consideration of
the District's internal control over financial reporting and our
tests of its compliance with certain provisions of laws,
regulations, contracts, and grants agreements and other matters.
The purpose of that report is to describe the scope of our
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testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in
considering the District’s internal control over financial
reporting and compliance.

Ay SCllyy I € Luﬁ%

Weatherford, Oklahoma

January 28, 2015
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RURAL WATER DISTRICT #1, CADDO COUNTY

CURRENT ASSETS

Petty Cash

Cash in Bank

Certificate of Deposits

Restricted Assets:
Cash in Bank

Accounts Receivable, Net
of Allowance for Loss

Prepaid Assets

Accrued Interest Receivable
TOTAL CURRENT ASSETS

NONCURRENT ASSETS
Capital Assets, Net
of Accumulated Depreciation

TOTAL ASSETS

LIABILITIES AND NET POSITION

LIABILITIES

CURRENT LIABILITIES
Accounts Payable
Customer Meter Deposits

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES

TOTAL LONG-TERM LIABILITIES

NET POSITION

Net Investment in Capital Assets

Unrestricted

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

LOOKEBA, OKLAHOMA
BALANCE SHEETS
DECEMBER 31, 2013 AND 2012

DECEMBER 31,

2013 2012
$ 100 $ 100
73,745 65,451
33,542 33,425
4,661 4,705
7,892 4,376
685 687
46 46
120,671 108,790
178,188 192,007
$ 298859 $ 300,797
$ 5252 $ 3,452
4,661 4,705
9,913 8,157
0 0
178,188 192,007
110,758 100,633
288,946 292,640
$ 298859 $ 300,797

The accompanying notes are an integral part of these statements.



RURAL WATER DISTRICT #1, CADDO COUNTY

STATEMENT OF REVENUES, EXPENSES AND

LOOKEBA, OKLAHOMA

CHANGES IN NET POSITION

FOR THE YEAR ENDING DECEMBER 31, 2013 AND 2012

OPERATING REVENUES
Water Sales
Sewer Sales
Garbage Sales
Late Charges and Penalties
Insurance Rebate
Other Revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Director Fees
Compensation and Benefits
Depreciation
Bad Debt Expense
Repairs and Maintenance
Insurance
Utilities
Professional Services
Office Supplies
Licenses, Dues, and Subscriptions
Solid Waste Disposal
Miscellaneous Expense

TOTAL OPERATING EXPENSES

OPERATING (LOSS)

NONOPERATING REVENUES (EXPENSES)

Contributed Capital
Interest Income

TOTAL NONOPERATING REVENUES (EXPENSES)

CHANGE IN NET POSITION

NET POSITION
Beginning of Year

End of Year

$

DECEMBER 31,
2013 2012
33530 $ 34,657

5,857 6,149
28,396 19,992
3,218 2,871
415 447
474 33
71,890 64,149

1,500 1,500
23,204 22,823
14,552 10,246

666
4,122 1,363
1,655 1,659
4,476 5,252
1,600 3,950
1,029 734
391 319
17,658 20,161
5,634 4,103
75,821 72,776
(3,931) (8,627)
42,000
237 268
237 42,268
(3,694) 33,641
292,640 258,999
288,946 $ 292,640

The accompanying notes are an integral part of these statements.
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RURAL WATER DISTRICT #1, CADDO COUNTY

LOOKEBA, OKLAHOMA

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDING DECEMBER 31, 2013 AND 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers
Cash Paid to Employees and Benefits
Cast Paid for Goods and Services

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Capital Assets
Interest Received on Cash and Certificate of Deposits

NET CASH (USED IN) INVESTING ACTIVITIES
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
Beginning of Year

End of Year

Reconciliation of Operating (Loss) to Net Cash
Provided by (Used in) Operating Activities:

Operating (Loss)

Adjustments to Operating (Loss) to Net Cash
Provided by (Used in) Operating Activities

Depreciation
Changes in Assets and Liabilities:
(Increase) in Accounts Receivable
Increase (Decrease) in Allowance for Bad Debts
(Increase) Decrease in Prepaid Assets
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Customer Deposits

~ A~ — —~

Total Adjustments

Net Cash Provided by (Used in) Operating Activities

DECEMBER 31,
2013 2012
$
68,954 63,410
(24,704) (24,323)
(35,387) (39,733)
8,863 (646)
(733) (4,400)
237 291
(496) (4,109)
8,367 (4,755)
103,681 108,436
112,048 $ 103,681
(3931) $  (8,627)
14,552 10,246
(2,936) (739)
(580) 524
2 (4)
1,800 (2,239)
(44) 193
12,794 7,981
8,863  $ (646)

Note: Non-cash contributed capital of $42,000 was used to purchase capital assets in 2012.

See capital asset footnote.

The accompanying notes are an integral part of these statements.
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RURAL WATER DISTRICT #1
CADDO COUNTY, LOOKEBA, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDING DECEMBER 31, 2013 AND 2012

Note 1 - Significant Accounting Policies

The accounting policies of the Rural Water District # 1, Caddo
County, (the District) conform to generally accepted accounting
principles of the United States of America as applicable to
government organizations. The following is a summary of the more
significant current accounting policies.

A. The Reporting Entity.

The District provides water, sewer, and garbage services to its
members within its geographic boundaries. The District is
governed by a seven member Board of Directors who is elected by
the participating members. These financial statements include
all of the funds under the control of the Board of Directors
relevant to the operations of the District. These members of the
Board of Directors are also members of the Town Board of
Trustees. Based upon the Bylaws of the District, and the use of
common offices and Board members, it appears that the District
should be a component unit of the Town of Lookeba, Oklahoma.
Financial information concerning the Town of Lookeba, Oklahoma,
is available from the Town of Lookeba, Oklahoma.

B. Basis of Presentation.

The activities of the District are organized into a single fund,
an enterprise fund (proprietary fund type).

Enterprise funds are used to account for operations (a) that are
financed and operated in a manner similar to private business
enterprises - where the intent of the governing body is that the
costs (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed
or recovered primarily through user charges or (b) where the
governing body has decided that periodic determination of
revenues earned, expenses incurred, and/or changes in net
position is appropriate for capital maintenance, accountability,
or other purposes.



RURAL WATER DISTRICT #1
CADDO COUNTY, LOOKEBA, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDING DECEMBER 31, 2013 AND 2012

Note 1 - Significant Accounting Policies - (continued).

C. Basis of Accounting.

Basis of accounting refers as to when revenues and expenses are
recognized in the accounts and reported in the financial
statements. Basis of accounting relates to the timing of the
measurement focus applied.

Enterprise funds use the accrual basis of accounting. Revenues
are recorded when earned and expenses are recorded when the

obligation is incurred.

D. Capital Assets.

All capital assets are valued at historical cost. Where cost
could not be determined from the available records, estimated
historical cost was used to record the estimated value of the
assets. Assets are depreciated on the straight-line basis over
the estimated useful life of the asset. A summary of capital
assets and the service lives by type of asset at December 31,
2013 and 2012, are as follows:

Estimated Useful Life

Water and Sewer Improvements 10 - 40 yrs.
Furniture and Equipment 3 - 7 yrs.

E. Allowance for Losses.

Allowance for losses on receivables are recorded when management
believes a receivable is uncollectible. Management periodically
reviews 1its receivables to determine what is collectible.



RURAL WATER DISTRICT #1
CADDO COUNTY, LOOKEBA, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDING DECEMBER 31, 2013 AND 2012

Note 1 - Significant Accounting Policies - (continued).

G. Net Position

Net position (formerly called net assets) is classified into
three components:

1. Net investment in capital assets - Consists of
capital assets, net of accumulated depreciation and
reduced by the outstanding balances of any notes
payable attributable to these assets.

2. Restricted - Consists of restricted assets reduced
by liabilities and deferred inflows of resources
related to those assets. Restricted assets have
constraints placed on the use either by (1) external
groups such as creditors, grantors, contributors, or
laws or regulations of other governments; or (2) law
through constitutional revisions or enabling
legislation.

3. Unrestricted - Net amount of the assets, deferred
outflows or resources, liabilities, and deferred
inflows of resources that are not included in the
determination of net investment in capital assets or
the restricted components of net position.

Note 2 - Cash and Certificate of Deposits.

The District's cash in bank and certificate of deposits at
December 31, 2013 and 2012, are secured by federal deposit
insurance or collateralized by the bank. Certificate of deposits
are recorded at cost, which approximates market value.
Certificates of deposits are authorized and legal investments.
The District's petty cash, cash in bank (including restricted
assets), and certificate of deposits are considered to be cash
equivalents for purposes of the Statement of Cash Flows.



RURAL WATER DISTRICT #1
CADDO COUNTY, LOOKEBA, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDING DECEMBER 31, 2013 AND 2012

Note 3 - Accounts Receivable.

Accounts receivable consists of billed and unbilled receivables
as shown below:
December 31,

2013 2012

Charges for Services $ 8,026 $ 5,089
Allowance for Losses (134) (713)
Net Accounts Receivable S 7,892 S 4,376

Note 4 - Restricted Assets.

Restricted assets consist of cash restricted for customer
deposits which are offset by a related liability payable.

Note 5 - Capital Assets.

Capital assets consist of the following:

Dec 31, Dec 31,
2012 Additions Deletions 2013
Land ** $ 2,020 S $ $ 2,020
Equipment 31,679 733 (1,391) 31,021
Sewer Improvements 10,488 10,488
Water Improvements 483,520 483,520
Total Capital Assets 527,707 733 (1,391) 527,049
Less Accumulated Depreciation for:
Equipment 28,570 1,253 (1,391) 28,432
Sewer Improvements 5,316 231 5,547
Water Improvements 301,814 13,068 314,882
Total Accumulated
Depreciation 335,700 14,552 (1,391) 348,861
Net Capital Assets $ 192,007 $(13,819) S -0— $ 178,188

** non-depreciable asset
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RURAL WATER DISTRICT #1
CADDO COUNTY, LOOKEBA, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDING DECEMBER 31, 2013 AND 2012

Note 5 - Capital Assets (continued).

Dec 31, Dec 31,
2011 Additions Deletions 2012
Land ** $ 2,020 S $ $ 2,020
Equipment 31,929 (250) 31,679
Sewer Improvements 10,488 10,488
Water Improvements 451,920 46,400 _(14,800) 483,520
Total Capital Assets 496,357 46,400 _(15,050) 527,707
Less Accumulated Depreciation for:
Equipment 27,619 1,201 (250) 28,570
Sewer Improvements 5,085 231 5,316
Water Improvements 307,800 8,814 _ (14,800) 301,814
Total Accumulated
Depreciation 340,504 10,246 _(15,050) 335,700
Net Capital Assets $ 155,853 § 36,154 S -0- $ 192,007

Note 6 - Risk Management.

The District is exposed to various risks of loss related to
torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees, and natural disasters. The
District purchases commercial insurance to manage these risks of
loss and retains a deductible ranging from $500 to $1,000.
However, the District does not bond its bookkeeper and other
employees/directors. Only the Treasurer has a surety bond for
$7,500.
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INDEPENDENT AUDITOR'S REPORT
ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Directors
Rural Water District #1, Caddo County
Lookeba, Oklahoma

We have audited, in accordance with the auditing standards
generally accepted in the United States of America and the
standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the
United States, the financial statements of the Rural Water
District # 1, Caddo County, as of and for the year ended December
31, 2013, and the related notes to the financial statements,
which collectively comprise the District’s basic financial
statements, and have issued our report dated January 28, 2015.
The District has elected to omit the management's discussion and
analysis that accounting principles generally accepted in the
United States has determined is necessary to supplement, although
not required to be part of, the basic financial statements.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Rural
Water District # 1, Caddo County’s internal control over
financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the
effectiveness of the District’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the
District’s internal control.
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A deficiency in internal control exits when the design or
operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis.
A material weakness is a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control over financial reporting
was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be material

weaknesses or significant deficiencies. Given these limitations,
during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However,

material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the
District’s financial statements are free of material
misstatement, we performed tests of the District's compliance
with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those
provisions was not the objective of our audit. Accordingly, we
do not express such an opinion.

The results of our tests disclosed the following instance of
noncompliance or other matters that is required to be reported
herein under Government Auditing Standards which is described
below.

Compliance with District By-laws and Bonding Requirements.

CONDITION AND EFFECT - Article 8, Section 1 (e) of the By-laws of
the District requires that all officers and employees charged
with the responsibility for the custody of funds of the District
to give adequate bond. It is mandatory for the Directors to
require this bond. Noted that only the Treasurer is bonded.
Other officers and the bookkeeper who handle funds are not
bonded.

RECOMMENDATION - Recommend the District purchase the required
bond to comply with the District's By-laws or to amend the By-
laws.
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RESPONSE - The Board approved acquiring this bond in 1996, but it
has never been purchased.

District’s Response to Findings

The District’s response to the findings identified in our audit
is described above. It was not subjected to the auditing
procedures applied in the audit of the financial statements, and
accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our
testing of internal control and compliance and the results of
that testing, and not to provide an opinion on the effectiveness
of the District’s internal control or on compliance. This report
is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the District’s
internal control and compliance. Accordingly, this communication
is not suitable for any other purpose.

P Cllly S P Ll

Weatherford, Oklahoma

January 28, 2015
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RURAL WATER DISTRICT #1
CADDO COUNTY, LOOKEBA, OKLAHOMA
UPDATE ON PRIOR YEAR'S AUDIT FINDINGS
DECEMBER 31, 2013

l. Compliance with District By—-laws and Bonding Requirements.

CONDITION AND EFFECT - Article 8, Section 1 (e) of the By-laws of
the District requires that all officers and employees charged
with the responsibility for the custody of funds of the District
to give adequate bond. It is mandatory for the Directors to
require this bond. Noted that only the Treasurer is bonded.
Other officers and the bookkeeper who handle funds are not
bonded.

RECOMMENDATION - Recommend the District purchase the required
bond to comply with the District's By-laws or to amend the By-

laws.

RESPONSE - The Board approved acquiring this bond, but it has not
yet been purchased.

UPDATED COMMENT - Condition is the same. Comment repeated in the
audit.
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